Section 13: Cost Plus Award Fee Contracts

COST PLUS

AWARD FEE
CONTRACTS

Cost Plus Award Fee Contracts

» Objectives

Define the basic Cost-Plus-Award-Fee Contracting
Option as used to accomplish O&M services.

Identify the major advantages and disadvantages
of Cost-Plus-Award-Fee Contracts.

Identify the basic field input required in the
development of the RFP Solicitation.

Identify basic administrative and inspection
requirements of a CPAF contract.

O&M Contracts
Advanced



Section 13: Cost Plus Award Fee Contracts

Cost Plus Award Fee Contracts

16.301-1 Cost Reimbursement - Description.

Cost-reimbursement types of contracts provide for
payment of allowable incurred costs, to the extent
prescribed in the contract. These contracts
establish an estimate of total cost for the purpose
of obligating funds and establishing a ceiling that
the contractor may not exceed (except at its own
risk) without the approval of the contracting officer.

16.301-2 Application.

Cost-reimbursement contracts are suitable for use
only when uncertainties involved in contract
performance do not permit costs to be estimated
with sufficient accuracy to use any type of fixed-
price contract

Cost Plus Award Fee Contracts

16.405-2 Cost-plus-award-fee contracts.

(a) Description. A cost-plus-award-fee contract is a cost-
reimbursement contract that provides for a fee consisting of
(1) a base amount fixed at inception of the contract and (2) an
award amount that the contractor may earn in whole or in part
during performance and that is sufficient to provide
motivation for excellence in such areas as quality, timeliness,
technical ingenuity, and cost-effective management. The
amount of the award fee to be paid is determined by the
Government's judgmental evaluation of the contractor's
performance in terms of the criteria stated in the contract.
This determination and the methodology for determining the
award fee are unilateral decisions made solely at the
discretion of the Government.

O&M Contracts
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Cost Plus Award Fee Contracts

FFP VS CPAF
GRASS MOWING

FFP

(SIMPLIFIED)

CPAF

LABOR - $15.00
FUEL - $ 2.00
oIl - $1.00

LABOR - $15.00
FUEL - $2.00
o1l - $1.00

TOTAL
EXPENSES - $18.00

PROFIT/10% - S1.80

BID PRICE - $19.80

CONTRACT COST

$19.80

REIMBURSIBLE

EXPENSES - $18.00

BASE FEE/3% - % .54

AWARD FEE/7% - $ 1.26

BID PRICE - $19.80

CONTRACT COST

MINIMUM - $18.54
MAXIMUM - $19.80

Cost Plus Award Fee Contracts

Disadvantages
A. Not the Preferred Contracting Method by
Regulation.
B. Perceived Higher Cost.
C. Increased Potential for Security Problems.
D. Increased Liability for the COR When

Compared to Traditional Fixed-Price Contracts.

E. Increased Administration

O&M Contracts
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Cost Plus Award Fee Contracts

Advantages

. Very Flexible

. In General, Better Quality Services Are Received.

A
B
C. Management Services and Expertise Are Also Procured.
D

. Contractor/Government Relationship Is More Paositive in
Nature. You Reward for Good Performance Rather Than
Deduct for Poor Performance.

E. Reduced Administration

Cost Plus Award Fee Contracts

Field COR Input

1. Request Wage Rates. (May Be Automated)

2. Develop Appendices Which List Government-
Furnished Supplies, Materials, Equipment and
Primary Facilities to Be Maintained.

3. Develop Technical Provisions
4. Develop Government Cost Estimate.

O&M Contracts
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Cost Plus Award Fee Contracts

54
OF FLAGPOLES
W COURTESY DOCKS

mon cost of $10,000

Cost Plus Award Fee Contracts

IFICATIONS WEORK STATEMENT

TECHMICAL PROVISIONS
cTION
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Cost Plus Award Fee Contracts

GOVERNMENT COST ESTIMATE FOR OP-WP

D&M SERVICE CONTRACT, SOLICITATION DACWO1-00-R-0024

COST ESTIMATE SUMMARY

TECHNICAL PROVISION

EAS

GRAND TOTAL

LRSHERS
TREES, SHRUBS AND GRASS)

51 51 51 2
§1,662,759.38 $1,735,995.79 §1.782,471.52

L) $15497 84
§1820.237.08  51,677,336.08

S$8.918,799.84

Cost Plus Award Fee Contracts

COST SUMMARY
COST ELEMENT QUANTITY
LABOR
LABOR BURDEN
EQUIPMENT:
UNIF
OUTSIDE SERV
MATERIAL/SUPPLIES
SUBTOTAL

OVERHEAD

TOTAL

GRAND TOTAL

UNIT HOURS

RATE YEAR1 YEAR2 YEAR 3

$153 88722

§1,692,753.38 §1,782.471.52

YEAR4

$1,820.237.08  §1877.236.08

§8,518,799.84
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Cost Plus Award Fee Contracts

Additional Field COR Input,

5. Develop Appendices Which Include Sample
Formats, E.G. Daily Inspection Reports, Work Order
Format, Etc.

« 6. Develop Crediting Plan or Evaluation Factors
for Award Fee.

* 7. Submit With Requisition or PR&C Through
Channels to Contracting Division.

Cost Plus Award Fee Contracts

SOLICITATION

O&M Contracts
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General Instructions

To aid in the evaluation of proposals, contractors are required
to follow the same general format...

<

<
Volume 1 - . P

Technical Volume 2 -
Proposal \olume 3 -
Cost/Price

Propoesal

Management
Propoesal

Evaluation of Proposals
Responsibility

» Itis the offeror's responsibility to insure the
completeness of the proposal; therefore, the
evaluation panel for the government has been
instructed to evaluate on the basis of the
information provided in the proposal. The
government shall not assume that an offeror
possesses any capability unless specified in the
proposal. Proposals that are unrealistic in terms of
technical or schedule commitments, or
unrealistically low in cost will be considered
indicative of a lack of understanding of the
complexity and risk in the contract requirements.

O&M Contracts

Advanced
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Evaluation of Proposals
Source Selection Plan

 Defines Evaluation Procedures

e Identifies Evaluation Team
Members

» Establishes a Schedule for
Evaluation

Cost Plus Award Fee Contracts

The Pre-Proposal Conference ...

- An Opportunity to see perspective
bidders

- An Opportunity for bidders to
see the Project

e N Opportunity to answer basic
guestions and amend the solicitation

O&M Contracts

Advanced
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Evaluation of Proposals

Evaluation Criteria

» Technical Area - (1) Understanding and Compliance
with Requirements and (2) Soundness of
Approach.

* Management Area - (1) Program Management
Controls, (2) Past Performance/Relevant
Experience and (3) Key Personnel.

» Cost Area - (1) Cost Analysis/Pricing Data and (2)
Financial Statements

Cost Plus Award Fee Contracts

ITEM
0001

CRIPTIO]

OPERATION AND MAINTENANCE OF
NT-OWNED FACILITIES

Cost

RANDOLPH IN AL., AND TROUP

AND HEARD IN GA. IN ACCORDANCE
WITH THE TECHNICAL PROVISIONS
(SECTION C) AND DEPARTMENT OF
LABOR WAGE RATES. PERIOD OF
SERVICE IS FOR ONE (1) YEAR
28 JAN 96.

Proposal

TOTAL ESTIMATED COST (BASE YEAR) 1
TOTAL BASE FEE (Not to exceed 3%
of Total Estimated Cost)

TOTAL AWARD FEE

n
of: d ex:
amount of $ 65,000

the above pa:
are to be fi.
part of the

DACWO1-95-R-0066

O&M Contracts
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Cost Plus Award Fee Contracts

ITEM.  DESCRIPTION  QUANTITY UM _U/B __AMOUNT.

OPTION YEAR 1 = T0TAL ESTTHATED AHOUNT

OPTION YEAR 3 = TOTAL ESTIMATED AMOUNT §__ 1,000,000
OPTION YEAR 3 - BASE FEE s 25,000 OPTION YEAR 1 = BASE FEZ
OPTION YEAR 3 - AWARD FEE 40,000
OPTION YEAR 1 - AWARD FZE
oprIoN YEAR 3 o Losso0
OPIION YEAR 1 - TOTAL
OPTTON YERR ¥
OPTION YEAR 4 - BASE FEE
OPTION YEAR 4 = AWARD FEE s, 40,000
OPTICN YEAR 2 - TOTAL ESTINATED COST

OPTION YEAR 4.- TOTAL 5. 1,065,000

OPTION YEAR 2 - EASE FEE

GRAND TOTAL (BASE AND OPTION YEARS s 5,325,000
1,2, 3, AD 4)

OPTICK YEAR 2 = AWARD FEE

QOFTION YEAR 2 - TOTAL

END OF SECTION B

JACWO1-95-R-0066

DACH01-95-R-00686

* Revisas Dacender 12, 1955

O&M Contracts
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Contract Administration Key Iltems
(Pitfalls)

- Requiring contractor to stick with proposals

- Staying on schedule

- Dealing with contractor’s internal controls

- Maintaining inventory of supplies & materials

- Making sure QC & Safety plans are followed

- Keeping accurate cost records

- Maintaining vehicle/equipment files (GSA compliance)

- Assure all correspondence is timely

Cost Plus Award Fee Contracts

_@»  Schedule, Schedule, Schedule!

Weekly
Work
Schedule

Monthly
Summary

Long-Term
Work
Plan

Planning + Execution = Success

O&M Contracts

Advanced
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COST PLUS AWARD FEE CONTRACTS

WEST POINT LAKE
CONTRACT BUDGET

0
JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC

ESTMATED 100.14 218.42 365.2 511.16 653.65 800.9 999.2 1196.4 1315.4 1408.3 1503.4 1601.8
—ACTUAL 84.65 191.3 338.9 4895 640 789 940
—EXAM1 90 210 225 275 355 455 500
—EXAM2 95 206 380 560 770 970 1400

Cost Plus Award Fee Contracts

Property Control - In addition to GEE, Contractor must:

- Maintain a small tool inventory
(for non-bar coded items)

.
- Provide supply

N
inventories on demand *
N
Q

&

~
N\
\
\
N

- Comply with GSA &
credit card regulations

O&M Contracts
Advanced
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Cost Plus Award Fee Contracts
Contractor Quality Control

- The Contractor’s Quality Control Chief
should be independent and non-biased
4 - Overall Quality Control should be

the responsibility of everyone on the
Contractor’s staff

Cost Plus Award Fee Contracts

Contractor Quality Control Submittals and Reports
- The Contractor’s Quality Control Plan
must be submitted (in draft form) with
the management proposal

- Final Quality Control Plan must be
Approved after Contract is awarded

- Daily and monthly reports are required

- Contractor may submit additional
reports

O&M Contracts

Advanced
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________ Quality Assurance -
(Pitfalls) @
- Review invoices to assure proper
record keeping and use on site

- Check time sheets to verify proper
labor billings

- Review productivity and job controls
- Review vehicle and equipment utilization
- Verify competition on purchases when required

- Remind the Contractor that they will be audited and they
are subject to inspection by various District Office elements

- Develop QA Plan to consolidate your QA Program

Cost Plus Award Fee Contracts

uality Assurance Plan  _gentify responsibilities and
authority of team (KO, COR,
QAR, QAI, SI, etc.)

- Identify inspection objectives
& methods

Qhl
?\a(\ & evaluation criteria

- Identify performance indicators

-ldentify Special Inspectors or
COTR’s and include letters
of appointment

O&M Contracts

Advanced
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Cost Plus Award Fee Contracts

Quality Assurance Plan

- Establish daily reporting (form)

- Establish routine meeting
requirements with Contractor

QP‘ for quality management &
o\el

mutual understanding

- Provide references (FAR, safety
manual, design standards, etc.)

Quarterly Award Fee
Primary Evaluation Factors

1.Funds Management and Cost Control (40%).
2.Performance (40%).

3.Coordination and Flexibility (15%).

4.Safety and Accident Prevention (5%).

5 I 7 P9

O&M Contracts

Advanced
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Cost Plus Award Fee Contracts

» Objectives

Define the basic Cost-Plus-Award-Fee Contracting
Option as used to accomplish O&M services.

Identify the major advantages and disadvantages
of Cost-Plus-Award-Fee Contracts.

Identify the basic field input required in the
development of the RFP Solicitation.

Identify basic administrative and inspection
requirements of a CPAF contract.

“SUDDENLY -
A HEATED
EXCHANGE

TOOK PLACE

BETWEEN THE

KING AND THE

MOAT
CONTRACTOR™
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